ANNUAL RATES  Past

Past Est'd '08-'10

of change (per sh) 10 Yrs 5Yrs. to '14-'16
Revenues 2.5% 9.5% 9.5%
“Cash Flow” ll 0% 9.0% 13.0%
Earnings 13.0% 11.0% 17.0%
Dividends -- 8.0% 17.0%
Book Value 13.0% 11.5% 15.0%
Cal- QUARTERLY REVENUE ($ mill.) Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2008 |1261.8 1278.7 12445 1237.4 (5022.4
2009 |1312.4 1303.7 1295.1 12912 (5202.4
2010 |1347.1 1338.3 1323.3 1559.5 (5568.2
2011 |19105 1900 1880  1929.5 (7620
2012 |2015 2005 1985 1995 [8000
Cal- EARNINGS PER SHARE A Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2008 .60 .54 37 A1 1.92
2009 .69 12 52 .56 249
2010 73 .68 .95 58 254
2011 | 115 1.02 88 .95 4.00
2012 | 126 116 1.00 1.08 4.50
Cal- QUARTERLY DIVIDENDS PAID © Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2007 .04 .04 .04 .04 .16
2008 .04 .04 .04 .04 .16
2009 .04 .04 .04 .05 17
2010 .05 .05 .05 .05 .20
2011 .05 .05

Universal
climbed to the apex of our Timeliness
Ranking System. The hospital operator
was already emerging from the recession
with some impressive growth character-
istics, and the Psychiatric Solutions acqui-
sition of last year only served to amplify
these traits. Presently, as the integration
of the aforementioned entity runs smooth-
ly, we anticipate share net will balloon to
$4.00 in 2011. Moreover,

Earnings should climb steadily out to
2014-2016. UHS' earnings power has been
highlighted significantly from a number of
perspectives now that Psychiatric Solu-
tions is in tow. For starters, margins in
the behavioral science field are noticeably
higher than in the hospital business,
which was Universal's bread and butter
throughout its history. Additionally, when
put up against the elevated level of
uninsured/charity cases experienced in the
hospital arena, the behavioral landscape
boasts much better pay rates. Add to this
phenomena the fact that the company’s
supply expense should be on a downward
trajectory out to late decade, and the back-
drop grows even rosier.
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With the backing of venture capital, Alan | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 2008 [ 2009 [ 2010 [2011 [2012 | ©VALUELINEPUB.LLC]14-16
B. Miller, the former President of American| 2373 | 27.60 | 31.37 | 34.10 | 3648 | 38.92 45.19 50.79 | 53.65| 57.12 | 77.75 | 8120 |Revenues persh 94,00
Medicore, and members of its management | 216 | 253 | 291 | 284 | 291 | 294| 331 | 391 | 464 486| 685 7.50|“Cash Flow" persh 10.00
team formed Universal Health Services, Inc.| 1.03| 136 | 156 | 131| 127 | 133 | 154 | 192 | 249 | 254| 400| 450 Earningspersh A 575
in 1978. (Their former company had been . . 04 16 16 16 16 16 A7 20 22 26 |Div'ds Decl'd per sh P 44
the subject of a hostile takeover.) UHS went [ 1.28 | 1.70 | 193 | 200 | 224 317 | 323 | 359 | 392 245| 240| 250 |Cap'Spending persh 350
public in 7/81 through an IPO of 1.2 million| 675 | 7.77| 939 | 1057 | 1117 | 1302 | 1443 | 1561 | 18.06 | 20.30 | 24.25| 28.40 |Book Value per sh 40.25
shares led by Merrill Lynch. In 6/96, Smith | 119.68 | 118.08 | 116.14 | 11550 | 107.89 | 107.70 | 10513 | 98.89 | 96.98 | 97.47 | 98.00 | 98.50 |Common Shs Outst'g | 100.00
Bamey, Inc. led a syndicate that added 4| 215 168 | 146| 175| 203 | 198 | 181 | 140 | 102| 145 | Bold figiresare |Avg Ann'lPJE Ratio 150
million shares of Class B Common Stock, at| 1.10 92 83 92| 108| 107 96 84 68 92| \Valuelline |Relative P/E Ratio 1.00
$26.25 per share. Figures are split-adjusted. - | | 6% | 6% | 6% | 6% | % | 5% | S"P'  |Avg Annl Divd Yield 5%
CAPITAL STRUCTURE as of 3/31/11 2840.5 | 3258.9 | 3643.6 | 3938.3 | 39355 | 4191.3 | 4751.0 | 5022.4 | 5202.4 | 5568.2 | 7620 | 8000 |Revenues ($mill) 9400
Total Debt $3853.9 mill. Due in 5 Yrs $1600.0 mill. | 1379 | 13.9% | 14.1% | 12.4% | 11.9% | 11.6% | 11.7% | 12.0% | 135% | 13.7% | 145% | 14.8% |Operating Margin 16.5%
|LnTc|D;gt7$r?fi3|?%ng"||'easésT Interest $75.0 mill 1275 | 1248 | 1445 | 1667 | 1555 | 163.7 | 183.3 | 1936 | 2047 | 2240| 280 295 |Depreciation ($mill 350
e A : (66% of Capl) | _13L0 | 1740 | 1934 | 1615 | 1585 | 1524 | 1643 | 1029 | 2456 | 249.9| 390 | 445 |Net Profit ($mill) 575
Leases, Uncapita”zed Annual rentals $68.2 mill. 36.2% | 36.7% | 37.2% | 37.3% | 38.0% | 37.7% | 38.1% | 39.0% 35.9% | 35.6% | 36.0% | 38.0% |Income Tax Rate 39.0%
Pension Assets-12/10 $73.4 mill. Oblig. $93.5| 4.6% | 53% | 53% | 4.1% | 4.0% | 3.6% | 35% | 3.8% | 47% | 45% | 5.1% | 56% |Net Profit Margin 6.1%
mill 2256 | 2362 250.0 | 339.2 | 84.1[ 2260 | 2872 | 2283 | 2134 | 5048 | 625| 700 |Working Cap'l ($mill) 850
Egjmsnt%cnksthzi 97 674.402 shs 7188 | 6805 | 868.6 | 852.2 | 637.7 | 821.4 | 10088 | 990.7 | 956.4 | 3912.1 | 3700 | 3500 |Long-Term Debt ($mill) | 2750
Class B: 90.4 mill; A: 6.65 mill C: .66 mill; D: .04 | 8079 | 9175 | 10909 | 1220.6 | 12051 | 14025 | 15172 | 16439 | 17511 | 1978.8 | 2375 | 2800 | Shr. Equity ($mill) 4025
mill.C 9.7% | 12.0% | 10.8% | 8.8% | 9.4% | 7.6% | 7.5% | 86% | 9.9% | 49% | 80% | 85% |Returnon Total Cap'l 9.5%
16.2% | 19.0% | 17.7% | 13.2% | 13.2% | 10.9% | 10.8% | 12.5% | 14.0% | 12.6% | 16.5% | 16.0% |Return on Shr.Equity | 14.5%
MARKET CAP: $5.0 billion (Large Cap) 16.2% | 19.0% | 17.3% | 11.7% | 11.7% | 9.6% | 9.7% | 115% | 13.1% | 11.6% | 15.5% | 15.0% |Retained to Com Eq 13.0%
CUR$I§AIIELI\ET POSITION 2009 2010 3/31/11 - - % | 12% | 11% | 11% | 10% | 8% 7% | 8% | 6%| 6% |AllDivds to Net Prof 8%
Cas(h Asé)ets 9.2 29.5 52.1 | BUSINESS: Universal Health Services, Inc. owns and operates payers (16%). Has 65,100 employees. Offs. & dirs. have 86.9% of
Receivables 6026 837.8  940.8 | acute-care and surgical hospitals, behavioral health centers, and general voting power (Alan B. Miller has 83.4%); Wellington Mgmt
Other 1844 4638 _408.3 surgery and radiation oncology centers. Runs 25 acute care hospi- has 8.0% of common; BlackRock, 6.0% (4/11 Proxy). Chairman
Current Assets 796.2 13311 14012 | 1" ang 206 behavioral health centers in 37 states. Acquired and CEO: A. Miller. President: M. Miller. Inc.: PA. Address: Univer-
ég%tts[g’uegable 192'8 25%‘? 272'3 Psychiatric Solutions in November, 2010. Revenue sources in '10:  sal Corp. Ctr., 367 S. Gulph Rd., P.O. Box 61558, King of Prussia,
Other 3852 5703 5587 | Medicare and Medicaid (38%), managed care (46%) and private  PA 19406. Tel.: 610-768-3300. Internet. www.uhsinc.com.
Current Liab. 5828 8263 837.2 Health Services has

Paying down debt will be an emphasis
in the coming quarters. Clearly, the
Psychiatric pact was the company's big
splash in the acquisition forum. And capi-
tal expenditures at most hospitals are ex-
pected to be light this year due to a dip in
supply costs and the variables that the
onset of Obamacare may bring. With that,
free cash flow generated and funds that
may become available from asset divesti-
tures will probably be earmarked for
deleveraging. Hospitals historically have
carried very high amounts of debt; how-
ever, if UHS can get its debt-to-capital
ratio (currently 66%) below that of its
peer-group average, a handsome premium
will be warranted.

The hoopla surrounding hospital ad-
mitting practices should not be of
concern here. During the breakdown of
merger talks, two hospital players began
slinging mud about overcharging
Medicare. UHS has a very low percentage
of its patients converted to observation
with regard to its rate of emergency room
visits. Too, its Medicare inpatient admis-
sions are at the low end of this sector.

Erik M. Manning June 17, 2011

(A) Diluted earnings. Excludes non-recurring | late July. (B) In mill.,, adj. for splits. (C) Class | Only B shares are publicly traded.
'03, 5¢; | A/C shares have 10x the voting power of B/D

gains, (losses);
shares. The majority of A shares are held by | Nov.

'04, 10¢; '05, 74¢; '06, (96¢); '07, 6¢; '08, 13¢;

‘01, (23¢); ‘02, (1¢);

'09, 15¢; '10, (20¢). Next earnings report due [ CEO, in defense of an unfriendly takeover.
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(D) Dividends paid mid-March, June, Sept.,

Company’s Financial Strength B+
Stock’s Price Stability 80
Price Growth Persistence 45
Earnings Predictability 90
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